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Explanatory note to the annual financial statements of
AB Snaig for 2003
Refrigerator factory was established on 1 April 1963. On 1 December 1992, a joint stock
company Snaig was registered during public share subscription after privatisation of the
company. In December 1993, all shares owned by the State were bought. As at 1 January
2004, companies of the Republic of Lithuania owned 34.44 percent, natural persons - 18.9
percent, banks - 4.2 percent of the Company's shares. Foreign capital in the company makes
up 42.46 percent.
The main activities of AB Snaig are as follows: production of refrigerators, freezers, plastic
products and equipment, transport services, trade in consumer goods, technical service of
refrigerators and other activities as provided in the by-laws.
The bookkeeping in the company is made in accordance with the accounting principles valid
in the Republic of Lithuania. Stock is expensed using the FIFO method. Goods and services
as well as amounts receivable and payable in foreign currency are recorded at an official
exchange rate valid at the transaction date. An accrual has been made for guarantee services
of refrigerators, deferred tax liabilities, unrealised loss on foreign currency forward
contracts, provisions have been made for amounts receivable and slow-moving stock in the
warehouse. The reserves have been estimated by reviewing the quantity of refrigerators
potentially subject to guarantee repairs in each region, calculating unrealised loss on
currency forward contracts, evaluating provisions for doubtful debts on an individual basis as
well as evaluating each slow-moving stock position.
Balances of cash, amounts receivable and liabilities in foreign currency at the end of the year
are recorded in Litas applying an official currency exchange rate effective at the end of the
year.
Income and costs are recorded following the accrual principle.
The company's fixed assets are considered to be the assets the value of which is not lower
than 500 Litas and which participate in the production and service process for more than one
year. The residual value of fixed assets amounts to 1 Litas. Depreciation of fixed assets
including cars is provided on a straight line basis over their useful lives and depreciation of
the bus is provided based on the production method.
Fixed assets comprise 55 per cent of the total company's assets, the weight of the fixed assets
increased by 5 per cent, compared to the year 2002, mainly due to the increase of fixed and
current assets.
Tangible assets, the weight of which in the total fixed assets decreased by 28 per cent
compared to the previous year, comprise a major part of fixed assets (66 per cent). This
change has been caused by the increase of the financial fixed assets. Plant and machinery
(68 per cent), which increased by 0.6 million Litas compared to the year 2002, has the
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biggest weight in the fixed tangible assets group. The value of the buildings due to
reconstruction works performed increased by 2 mLitas.
The book value of vehicles decreased by 0.3 mLitas due to depreciation.
Having acquired two cars on a financial lease basis, the leased assets increased by 0.6
mLitas, compared to the previous financial year.
Other tangible assets include equipment in the warehouse which will be sold to the
refrigerator plant Techprominvest being constructed in Kaliningrad. As at 31 December
2003, the equipment amounted to 699 tLitas.
Construction in progress due to not finished construction of the buildings increased by 1.2
mLitas.
Fixed financial assets amounting to 26,710,099 Litas, compared to the previous financial
period, increased by 25,235,858 Litas. It was due to changes in investments:
1. Having bought 85 per cent of shares of OOO Techprominvest, amounting to 2,808,360
Litas.
2. Changes in the share capital of 100 per cent owned company in Slovakia General Frost (it
amounted to 672 tLitas as at 1 January 2003):
- increase of 545,542 Litas;
- sales of all the shares owned, the value of which after the increase amounted to 1,217,882
Litas.
3. Decrease of the authorised capital of the company established in the Ukraine by 712
tLitas, the owned part of the authorised capital as at 1 January 2003 amounted to 99 per cent
(801 tLitas). The part of the authorised capital owned amounts to 89 tLitas, comprising 99
per cent, as at 31 December 2003.
4. Having granted a loan of 23.8 mLitas for specific purposes to the company OOO
Techprominvest established in Kaliningrad.
5. Having expensed the owned shares of the bankrupted bank (2 tLitas).
The amount receivable for the equipment sold and assembled to OOO Techprominvest
(4,694 tLitas) is shown in the balance sheet under receivables after one year.
Fixed assets of AB Snaig are reflected in detail in appendixes to the balance sheet:
1. Formation cost - Form H.
2. Intangible fixed assets - Form I.
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3. Tangible fixed assets - Form J.
4. Long-term financial assets - Form K.
Short-term assets, making 44 percent in the total assets of the company, show a decrease of
5 percent, compared to the previous accounting period. Stock comprises a major part in
short-term assets, i.e. 47 percent, and, in comparison with the previous accounting period, it's
weight increased by 4 per cent.
In the short-term assets, the weight of raw materials and consumables decreased by 2
percent, that of work in progress remained on the same level. The weight of finished goods
decreased by 1 per cent, that of the goods purchased for resale increased by 9 per cent (due
to equipment to be sold to OOO Techprominvest, which has not been assembled yet, and as
a result of that the ownership right has not been transferred to the buyer. The equipment is
recorded at cost).
The weight of advance payments in current assets decreased by 2.1 percent.
The mentioned changes were caused by the increase of the total short-term assets of the
company by 16,744 tLitas, including:
- increase of raw materials and consumables by 3,035 tLitas;
- increase of finished goods by 1,538 tLitas;
- increase of goods for resale by 7,542 tLitas;
- decrease of the amounts receivable within one year by 642 tLitas;
- decrease of advance payments by 1,353 tLitas;
- increase of cash in hand and at bank by 6,510 tLitas;
- increase of own shares (having bought them) by 200 tLitas;
- decrease of work in progress by 86 tLitas.
Having evaluated the risk related to the collectability of receivables and the obsolescence
risk related to stock stored in the company's warehouses, the following changes in the
provisions were made during the financial period of 2003:
1. Provisions made for slow-moving stock were decreased by Litas 156,984 (due to used for
own needs and sold).
2. A provision for the amounts receivable increased by 121,234 Litas.
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Accrued income and deferred costs amount to Litas 941,698, mainly including:
- intangible fixed assets not finished to create

591,145 Litas;

- costs on optimising of the financial statements for 2002 - 2005

175,000 Litas;

- insurance costs deferred

163,058 Litas;

- others

6,759 Litas.

Differently than in the previous financial year, deferred tax assets are not recorded in this
part of the balance sheet, because now a deferred tax liability has been recognised under
provisions for deferred tax liabilities.
Liquidity of AB Snaig may be described by several ratios:
1. Short-term liquidity ratios:
- net working capital amounting to 42,995 tLitas, compared to the previous period, increased
by 25,600 tLitas;
- current ratio is 2.1 and, compared to the previous accounting period, increased by 0.7;
- quick ratio is 1.02 and, compared to the previous financial year, increased by 0.23.
2. Long-term liquidity ratios:
- general debt ratio makes up 0.49, and in the previous period it was 0.5;
- long-term liability ratio is 0.57 per cent and, compared to the previous period, increased by
0.29 per cent;
- debt-to-share capital ratio equals to 3.87 and, compared to the previous period,
increased by 1;
- fixed assets to long-term debts ratio equals to 2 and, compared to the previous financial
period, decreased by 1.6.
Based on the above mentioned short-term and long-term liquidity ratios, a conclusion can be
made that the company's financial position is stable and the company is able to fulfil its
short-term liabilities in due time because:
- the company's net working capital is increasing several years in a sequence;
- short-term assets exceed short-term liabilities 2.1 times;
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- the company's 1 Litas liability is covered by 1.1 Litas assets which can be received within
the shortest period of time;
- general debt ratio has increased, and it shows that part of the borrowed funds is increasing
which is used for acquiring of assets of the company.
The capital of the company amounts to 23,070,405 Litas (1,538,027 ordinary registered
shares) and, compared to the previous financial period, remained the same. The company is
listed on the National Stock Exchange in the Official List.
Financial donations and subsidies amount to 7,628,116 Litas and, compared to the previous
year, increased by Litas 2,212,705 due to donations received from the export development
programme and from the UNDP programme (greenhouse gas elimination equipment of
3,193,393 Litas), decreased by calculated amortisation during the year (980,688 Litas).
Provisions for guarantee repairs of refrigerators amount to Litas 864,869 as at 31 December
2003 and, compared to the previous financial period, increased by 535,628 Litas due to the
increased value of sales of refrigerators and the increased guarantee period for refrigerators
and freezers.
Amounts payable and liabilities comprise 89,141,086 Litas (compared to the previous
accounting period, the amount increased by 22,870,742 Litas), including:
- amounts payable after one year comprise 50,006,263 Litas and, compared to the previous
period, increased by 31,690,346 Litas, and it is influenced by the increase of long-term loans
received;
- amounts payable within one year amount to 39,134,823 Litas and, compared to the
previous financial period, decreased by 8,819,604 Litas. The amounts can be specified as
follows:
- trade creditors of 31,389,641 Litas,
- amounts received in advance of 14,594 Litas,
- taxes, salaries and social security contributions of 5,803,302 Litas,
- other amounts payable of 1,595,680 Litas, including:
import VAT payable to customs of 1,417,576 Litas,
claims of 28,739 Litas,
others of 149,365 Litas.
For financing of working capital and investments, the company uses bank credits.
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The agreements were signed with:
AB Vilniaus Bankas re credit line of 7,743,326 EUR
AB Vilniaus Bankas re credit of 4,924,000 EUR
AB Hansabankas, credit line of 10,000,000 Litas
Vereins - und Westbank AG Vilnius branch, credit of 1,904,000 EUR
Vereins - und Westbank AG Vilnius branch, overdraft of 2,440,300 EUR
As at 31 December 2003, bank loans used amounted to 49,601,222 Litas, including:
Vereins - und Westbank AG Vilnius branch, long-term loan and overdraft of 8,635, 088.91
Litas;
AB Vilniaus Bankas, long-term loan and credit line of 32,627,568.39 Litas;
AB Hansabankas, long-term loan of 8,338,564.65 Litas.
For the loans received, the assets pledged amounted to 92,987,689.70 Litas, including:
AB Vilniaus Bankas:
- real estate of 6,165,405 Litas;
- equipment of 41,254,348.70 Litas;
- raw materials of 10,800,000 Litas;
- cash inflows of 10,000,000 Litas;
- stock (refrigerators) of 5,000,000 Litas;
- Kaliningrad company shares of 2,808,360 Litas;
Total of 76,028,113.70 Litas.
AB Hansabankas:
- real estate of 13,459,576 Litas;
- stock of 3,500,000 Litas;
Total of 16,959,576 Litas.
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Vereins - und Westbank AG Vilnius branch (by secondary pledge):
- real estate of 4,607,294 Litas;
- equipment of 36,612,704 Litas;
- raw materials of 10,800,000 Litas;
- stock (refrigerators) of 5,000,000 Litas;
- cash inflows of 10,000,000 Litas;
Total of 67,019,998 Litas.
NOTE: the pledged assets are indicated at the value of the pledge estimated by the banks at
the issue of the loans.
The company's capital, state of debts and accrued/deferred income/costs are reflected in
more detail in the notes to the balance sheet:
1. State of capital in Form L.
2. State of the company's debts in Form M.
3. Accrued costs in Form T.
4. Accrued income in Form U.
During the financial year the company earned a gross profit of 51,574,760 Litas from sales
and services which is by 5,558,077 Litas more compared to the previous financial year.
Income from sales and services amounted to 278,434,198 Litas, which is by 27,773,147
Litas more than in the previous period, costs amounted to 226,859,438 Litas. Such high
result was influenced by the following:
1. Increase of sales (in units) by 29,719 units.
2. Decrease of the average cost price of products by 10.59 Litas.
Decrease of the cost price was influenced by:
- budgeting of costs;
- change in the product mix;
- implementation of new production technologies.
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The average sales price decreased by 5.07 Litas. The average sales price decreased mainly
due to fluctuation of currency rates and decrease of agreed prices.
Operating costs amounted to 22,356,071 Litas, including:
- selling costs of 9,457,625 Litas;
- general and administrative costs of 12,898,446 Litas.
The company's operating profit in the financial year 2003 amounted to 29,218,689 Litas and,
compared to the previous accounting period, increased by 2,251,694 Litas.
The company generated a profit of 37,438 Litas from other activities. Income from other
activities comprises result from sales of fixed assets (108,314 Litas). Costs of 70,876 Litas
were incurred for maintenance of the medical centre.
A loss from financial and investing activities made 2,732,001 Litas, which, compared to the
previous financial period, increased by 1,659,657 Litas.
Income from financial and investing activities amounted to 3,045,495 Litas, including:
- currency exchange gain of 1,885,018 Litas;
- realised gain on forward contracts of 7,933 Litas;
- bank interest of 10,458 Litas;
- decrease of provisions for amounts receivable of 45,624 Litas;
- purchase discounts of 534,221 Litas;
- interest on the loan issued to General Frost of 89,688 Litas;
- interest on the loan issued to Techprominvest of 324,517 Litas;
- decrease of provisions for non-liquid stock of 119,471 Litas;
- others of 28,565 Litas.
Costs of financial and investing activities amounted to 5,777,496 Litas, including:
- currency exchange loss of 2,954,347 Litas;
- interest for the credits received of 1,391,220 Litas;
- provisions for bad debts of 121,234 Litas;
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- bank services of 143,201 Litas;
- deferred tax expenses of 276,930 Litas;
- unrealised loss on currency forward contracts of 228,390 Litas;
- realised loss on currency forward contracts of 119,935 Litas;
- loss on disposal of financial assets of 527,322 Litas
(sales of shares of GENERAL FROST);
- others of 14,917 Litas.
The company's result from ordinary activities is a profit of 26,524,126 Litas and, compared
to the previous period, it increased by 652,121 Litas.
Extraordinary gain amounted to 2,743,093 Litas, including:
- amortisation of subsidies received of 980,688 Litas;
- tax credit (due to the income tax of natural persons withheld from the dividends and paid to
the tax authorities) of 1,643,192 Litas;
- written-off old liability of 82,432 Litas;
- written-off deposited salary of 3,913 Litas;
- paid delays returned according to the investigation statement of the state tax authorities of
17,495 Litas;
- others of 15,373 Litas.
Extraordinary losses amounted to 109,635 Litas, including:
- not fully depreciated fixed assets written off of 36,376 Litas;
- financial fixed assets written off (shares of the bankrupted bank) of 2,115 Litas;
- liquidation of fire consequences of 23,683 Litas;
- repair costs of the insured car of 4,875 Litas;
- others of 42,586 Litas.
The company's profit before taxes of the accounting year amounts to 29,157,584
Litas and, compared to the previous financial period, it increased by 2,274,249 Litas.
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Profit tax for 2003 amounts to 4,375,113 Litas.
The company's operating result for 2003 can be described by several ratios of profitability:
- gross margin during the accounting year was 18.5 percent, compared to the previous
period, it increased by 0.1 percent;
- operating profit margin amounted to 10.5 per cent and, compared to the previous period, it
decreased by 0.3 per cent;
- profitability of ordinary activities was 9.5 per cent and, compared to the previous period, it
decreased by 0.8 per cent;
- net profit ratio of sales was 8.9 per cent and, compared to the previous period, it decreased
by 0.2 per cent;
- profitability of assets amounted to 13.6 per cent and, compared to the previous period, it
decreased by 3.8 per cent.
The efficiency of the company's activities in 2003 can be described by the following ratios:
1. Costs ratios:
- cost price of goods sold compared to 1 Litas of sales amounted to 0.81 Litas and decreased
by 0.01 Litas compared to the previous period;
- operating costs compared to 1 Litas of sales amounted to 0.08 Litas and, compared to the
previous period, remained the same.
2. Ratios of turnover of current assets:
- turnover of one day comprises 762,833 Litas, it increased by 76,090 Litas compared to the
previous period;
- turnover of current assets was 3.4 compared to 3.9 times during the previous period;
- stock to current assets ratio was 47.01 per cent, and in the previous period it amounted to
42.7 per cent.
3. Ratio of turnover of long-term assets:
- turnover of all assets was 1.5 times, compared to 1.9 times in 2002;
-turnover of non-current assets was 2.8 times, compared to 3.8 times during last financial
year.
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In 2003, the company employed 1,904 employees, including 338 managers and specialists
and 1,566 workers (including 1,097 in main production and 469 in the auxiliary production).
The number of employees increased by 38, compared to the previous year.
Salaries of 27,471,349 Litas were calculated to the employees of the company during the
accounting financial year, including:
- managers and specialists of 7,546,115 Litas;
- workers of 19,925,234 Litas.
Compared to the previous financial year, the amount calculated was by 480,328 Litas less.

Related party transactions
The related party transactions in 2003 were as follows below.
In 2003, the company issued a loan of 23,812 tLitas to its subsidiary in Kaliningrad, on
which a 324 tLitas interest has been accrued during the year. The interest rate charged on
the loans is set at the above interest rates paid by the company on its borrowings.
Furthermore, the company sold equipment for 4,695 tLitas to Techprominvest in 2003,
realising a profit of 952 tLitas. The mentioned loan and interest receivable as well as the
receivable for the sold equipment are outstanding as at 31 December 2003.
The company earned a 90 tLitas interest income on the loans issued to its subsidiary General
Frost. The loans issued to General Frost in 2002 and 2003 were fully settled by the
subsidiary until the year-end. During the year, the company bought equipment in total of
2,067 tLitas from General Frost. The subsidiary realised a 550 tLitas profit on the disposal.
During the year the company provided services to General Frost in total for 681 tLitas. As
at 31 December 2003, the company does not have any settlement balances outstanding with
General Frost.
In 2003, the company was charged by 552 tLitas for services provided by its subsidiary in
the Ukraine.
A 3,359 tLitas receivable from UAB Snavesta for the shares sold outstanding as at the end of
2002 was settled in 2003.
In January 2004, by a decision of the Board the company issued a loan of 9,000 tLitas to
UAB Snavesta. The repayment of the loan is secured by a restriction of rights of ownership
of 51 thousand ordinary shares of AB Snaig (no disposal, pledge of shares until settlement
of the liability is possible). The maturity of the loan falls on 30 April 2004, the interest rate
is fixed at above the interest rates paid by the company on its borrowings.
In 2003, the company rented premises in the centre of Vilnius for representation purposes
from UAB Hermis Fond Valdymas. The rent fees paid for 2003 amount to 60 tLitas.
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In 2003, no compensations were paid to the Board and Supervisory Council members. For
more information, we refer to appendix TA to the balance sheet Financial Relations with
Managers of the Company.
Proposed appropriation of profit for 2003
Unallocated results of previous periods
Result for 2003
Transfer from reserves
Available for appropriation after transfer from reserves
Profit appropriation:
Dividend for 2003
To reserves for acquisition of own shares and investments
To other reserves
Unallocated profits

11,135,392
24,782,471
19,297,926
55,215,789
-3,076,054
-26,000,000
-1,088,000
25,051,735

Managing director

Romualdas Raudonis

Finance director

Virginija Graudinien
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Annual report
The Board and the Management have discussed and adopted the annual accounts and the
annual report.
The annual accounts have been prepared in accordance with Lithuanian accounting
provisions. As far as we know, there are no suppressed facts that could have an essential
impact on the decisions of the investors. We consider that the accounting policies used are
appropriate and that the annual accounts thus give a true and fair view.

Vilnius, 4 March 2004
Management:
-------------------------Romualdas Raudonis
Managing Director

Board of Directors:
-------------------------Romualdas Raudonis
(Chairman)

------------------Nerijus Dagilis

-----------------Saulius Butkus

---------------------Rimantas Zibertas
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Report of the auditor to the shareholders of AB Snaig
Scope
We have audited the accompanying balance sheet of AB Snaig as at 31 December 2003, the
related statements of income, cash flows, appropriation of profits for the year then ended and
the related notes.

Respective responsibilities of directors and auditors
These financial statements are the responsibility of the management. Our responsibility is to
express an opinion on these financial statements based on our audit.

Basis of opinion
We conducted our audit in accordance with International and National Standards on
Auditing. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by the directors, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

Opinion
In our opinion, the financial statements give a true and fair view of the financial position of
the company as at 31 December 2003, and of the results of its operations and its cash flow
for the year then ended in accordance with the accounting provisions of the Lithuanian
legislation and the Articles of Association of the company.
Vilnius, 4 March 2004
KPMG Lietuva
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Notes to the financial statements
Significant accounting policies
General notes
The financial statements of the Company are prepared following legal acts regulating
financial reporting in the Republic of Lithuania.
The accounting policies have been consistently applied by the Company and are consistent
with those used in the previous year.
Financial year of the Company corresponds to the calendar year.
The main accounting principles specified below were followed by the Company when
preparing the financial statements.

Foreign currency transactions
Transactions denominated in foreign currencies are translated into Litas at the exchange rates
ruling at the transaction date.
Monetary assets and liabilities denominated in foreign currencies at the balance sheet date
are translated into Litas at the foreign exchange rates ruling at that date. Realised and
unrealised differences on foreign exchange translation are recognised in the income
statement.

Balance sheet
Intangible non-current assets
Expenditure on research activities, undertaken with the prospect of gaining new scientific or
technical knowledge and understanding, is recognised in the income statement as an expense
as incurred.
Expenditure on development activities, including design for the production of new or
substantially improved products and processes, is capitalised if the product or process is
technically and commercially feasible and is expected to deliver future benefits. The
expenditure capitalised includes the cost of materials, direct labour and an appropriate
proportion of overheads. Development costs initially recognized as an expense are not
recognized as an asset in a subsequent period. Capitalised development expenditure is stated
at cost less accumulated amortisation and impairment losses.

SNAI audito ataskaitos 2003 LAS_TFAS EN.doc

42

kpmg

AB Snaig
Annual accounts for 2003

Notes to the financial statements
Development costs that have been capitalized are amortized from the commencement of the
commercial production of the product to which they relate over the period of their expected
benefit.
Other intangible assets that are acquired by the Company are stated at cost less accumulated
amortisation and impairment losses.
Amortisation is charged to the income statement on a straight-line basis over the estimated
useful lives of intangible assets. Intangible assets are amortised from the date they are
available for use. The estimated useful lives are as follows:
- development costs

1 to 4 years

- capitalised emission cost
- software, etc.

5 years
1 to 3 years

Tangible non-current assets
Tangible non-current assets are stated at purchase price, including indexation in accordance
with the resolutions of the Government of Lithuania in 1991, less accumulated depreciation
and impairment losses. The cost of self-constructed assets includes the cost of materials,
direct labour and an appropriate proportion of production overheads.
Depreciation is provided on a straight-line basis over the expected useful lives of the assets.
The expected useful lives are as follows:
Buildings and constructions

15 to 63 years

Plant and machinery

5 - 10 years

Vehicles and other assets

3 - 8 years

Subsequent expenditure relating to property, plant and equipment that has already been
recognised is added to the carrying amount of the asset when it is probable that future
economic benefits, in excess of the originally assessed standard of performance of the
existing asset, will flow to the Company.
Repairs and renewals are charged directly to the income statement when the expenditure is
incurred.
Gains and losses on disposal of property, plant and equipment are determined by reference to
their carrying amount and are taken into account in determining operating profit.
Assets are considered to be fixed if their useful life exceeds one year and acquisition value is
not less than LTL 500. Residual value for non-current assets is 1 Litas.
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Notes to the financial statements
Investments
Investments in equity instruments are stated at acquisition cost. Financial assets comprise
existing investments calculated at the acquisition cost with deduction of all provisions when
under the decision of the Company’s management their value decreased for reasons not
considered to be temporary.
Acquired own treasury stocks are stated at acquisition cost and are accounted under shortterm investments.

Inventories
Inventories are stated at cost or net realisable value, whichever is lower. Cost is determined
by the FIFO method. The cost of finished goods and work in progress comprises raw
materials, direct labour, other direct costs and related production overheads. Net realizable
value is the estimate of the selling price in the ordinary course of business, less selling
expenses. Provision is made for slow-moving or obsolete inventories.

Debtors
Trade receivables are carried at nominal value less provision for anticipated losses. An
estimate is made for doubtful and hopeless receivables based on the review of all outstanding
amounts at the year-end.

Dotations and subsidies
Grants received relating to the acquisition of property, plant and equipment are included in
non-current liabilities as deferred income and are credited to the income statement on a
straight-line basis over the expected lives of the related assets.

Provisions
Guarantee of 2 to 5 years is provided for the production sold. The provision for guarantee
repairs is made based on the expected cost of repairs and statistical failure rates of
production.
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Notes to the financial statements
Profit and loss account
Turnover
Revenue from sales of goods is recognised in the income statement when the significant
risks and rewards of ownership have been transferred to the buyer. Revenue from services
rendered is recognised in the income statement in the period when incurred.

Cost of sales
Cost of sales comprises direct and indirect costs including depreciation, wages and social
insurance incurred in order to obtain turnover for the year.
Costs of imported products include the purchase price, transportation and customs costs.

Tax on profit for the year
The profit tax rate is 15% on the taxable income. Expenses associated with the taxation and
included into the present financial statements are based on calculations carried out by the
management under Lithuanian Tax Laws.
Deferred tax is provided using the balance sheet liability method, providing for temporary
differences between the carrying amounts of assets and liabilities for financial reporting
purposes and the amounts used for taxation purposes. The amount of the deferred tax
provided is based on the expected manner of realisation or settlement of the carrying amount
of assets and liabilities, using tax rates enacted or substantially enacted at the balance sheet
date.
A deferred tax asset is recognised only to the extent that it is probable that future taxable
profits will be available against which the asset can be utilised. Deferred tax assets are
reduced to the extent that it is no longer probable that the related tax benefit will be realised.
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Group structure

AB Snaig

Techprominvest, Russia

Snaige-Ukraine, Ukraine
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Financial highlights
LTL'000

2003

2002

2001

2000

1999

Turnover
Gross profit
Operating profit
Profit before taxation
Profit for the year

269,417
50,851
27,908
25,643
23,067

247,317
46,740
26,134
25,523
21,587

194,475
29,590
10,991
10,913
10,198

132,742
12,782
-224
141
261

149,443
18,023
2,884
2,954
2,720

Non-current assets
Current assets
Total assets
Share capital
Capital and reserves
Minority
Non-current liabilities
Current liabilities

100,336
85,110
185,446
23,070
81,643
-171
60,910
43,064

66,977
62,024
129,001
23,070
77,233
0
24,320
27,448

61,016
52,815
113,831
23,070
56,013
0
29,736
28,082

55,916
35,701
91,617
23,070
48,548
0
23,714
19,355

46,951
37,385
84,336
23,070
48,287
0
6,557
29,492

34,296

25,702

9,224

12,622

6,195

-46,123

-18,903

-11,223

-8,640

-11,001

17,483
5,656

-6,717
82

1,454
-545

-4,084
-102

3,947
-859

1,866

1,856

1,849

n/a

n/a

9.5%
13.8%
18.9%
197.1%
78,7%
31.2%

10.6%
20.3%
18.9%
225.9%
59.8%
32.4%

5.7%
9.7%
15.2%
188.1%
49.2%
19.5%

n/a
n/a
9.6%
184.4%
53.0%
0.1%

1.9%
3.4%
12.1%
126.8%
57.3%
6.3%

Key figures

Net cash flow from
operating activities
Net cash flow from
investing activities
Net cash flow from
financing activities
Total cash flow
Average number of employees
Financial ratios
Net profit ratio
Return on investment
Gross margin
Current ratio
Equity ratio
Return on equity
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Financial highlights
Calculation of financial ratios
Net profit ratio

Profit/loss on operating activities before interest etc. x 100
Turnover

Return on investment

Profit/loss on operating activities before interest etc. x 100
Total assets

Gross margin

Gross profit x 100
Turnover

Current ratio

Current assets x 100
Short-term creditors

Equity ratio

Capital and reserves at year end x 100
Total liabilities at year end

Return on equity

Profit for purposes of analysis x 100
Average capital and reserves

Profit for purposes of analysis

Profit/loss on ordinary activities after tax
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Management's statement on the accounts
The Board of Directors and the Management have today discussed and adopted the
consolidated annual accounts and the report.
The consolidated annual accounts have been prepared in accordance with International
Financial Reporting Standards. We consider that the accounting policies used are
appropriate and that the consolidated annual accounts thus give a true and fair view.
We recommend the consolidated annual accounts to be approved at the General Meeting.

Vilnius, 4 March 2004
Management:
--------------------------Romualdas Raudonis
Managing Director

Board of Directors:
-------------------------Romualdas Raudonis
(Chairman)

------------------Nerijus Dagilis

------------------Saulius Butkus

----------------------Rimantas Zibertas
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Report of the auditor to the shareholders of AB Snaig
Scope
We have audited the accompanying consolidated balance sheet of AB Snaig as at 31
December 2003 and the related statements of income, movements on equity and cash flows
for the year then ended.

Respective responsibilities of directors and auditors
These consolidated financial statements are the responsibility of the company's management.
Our responsibility is to express an opinion on these consolidated financial statements based
on our audit.

Basis of the opinion
We conducted our audit in accordance with International Standards on Auditing. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant
estimates made by the directors, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

Qualifications
The economy in Lithuania has been subject to hyperinflation which ceased to be from 1996.
In accordance with IAS 29, an enterprise should treat the carrying amounts of the noncurrent assets indexed by a general price index in the financial reporting at the end of the
period of hyperinflation as a basis for its subsequent financial statements. As the enterprise
has not applied the IAS 29 during the period of hyperinflation, its buildings are stated at
historical cost, which is significantly lower than its present value. There were no practicable
audit procedures that could be applied to estimate the effect of missing indexations on the
financial statements, for which we qualify.
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Report of the auditor to the shareholders of AB Snaig
Opinion
In our opinion, except for the above qualification, the consolidated financial statements give
a true and fair view of the financial position of AB Snaig as at 31 December 2003, and of
the results of its operations and its cash flows for the year then ended in conformity with
International Financial Reporting Standards adopted by the International Financial Reporting
Standards Board.

Vilnius, 4 March 2004
KPMG Lietuva

390.681.JJ/EKr
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Profit and loss account for the year ended 31 December
Note
Turnover
Production costs

2

2003

2002

Litas'000
269,417
-218,566

Litas'000
247,317
-200,577

Gross profit
Distribution expenses
Administrative expenses
Other operating income and costs, net

4
5
6

50,851
-8,905
-14,084
46

46,740
-7,762
-12,632
-212

Operating profit
Financial income and expense, net

7

27,908
-2,265

26,134
-611

Profit before tax
Profit tax

8

25,643
-2,749

25,523
-3,936

Profit after tax
Minority interest

22,894
173

21,587
0

Net profit for the year

23,067

21,587

15.00

14.11

Earnings per share
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Balance sheet at 31 December
Note
ASSETS
Non-current assets
Property, plant and equipment
Intangible assets
Investments

10
11

Total non-current assets
Current assets
Inventories
Trade receivables
Other receivables
Cash and cash equivalents
Total current assets
TOTAL ASSETS

SNAI audito ataskaitos 2003 LAS_TFAS EN.doc

68

13
14
15

2003

2002

Litas'000

Litas'000

95,110
5,225
1

64,928
2,046
3

100,336

66,977

38,189
30,698
9,582
6,641

26,084
26,301
8,665
974

85,110

62,024

185,446

129,001
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Balance sheet at 31 December
Note

2003

2002

Litas'000

Litas'000

23,070
3,644
-200
2,338
12,135
40,656

23,070
3,644
0
2,338
12,135
36,046

81,643

77,233

-171

0

865
277
7,628
52,140

329
260
5,415
18,316

60,910

24,320

103
35,240
7,721

0
19,945
7,503

43,064

27,448

Total liabilities

103,974

51,768

TOTAL EQUITY AND LIABILITIES

185,446

129,001

EQUITY AND LIABILITIES
Capital and reserves
Share capital
Share premium
Own shares
Legal reserve
Other reserve
Retained earnings

16

Total capital and reserves
Minority interest
Non-current liabilities
Guarantee provision
Deferred tax
Deferred grants
Interest bearing loans and borrowings

17
12
18
19

Total non-current liabilities and charges
Current liabilities
Interest bearing loans and borrowings
Trade creditors
Other creditors

19
20

Total current liabilities

Group entities
Contingencies
Staff costs
Related party transactions
Foreign currency

SNAI audito ataskaitos 2003 LAS_TFAS EN.doc

21
22
23
24
25

69

kpmg

AB Snaig
Annual accounts for 2003

Statement of changes in shareholders' equity for the year
ended 31 December

LTL'000

Note

Capital and reserves
at 1 January
2002
Acquisition of own
shares
Disposal of own
shares
Gain on disposal of
own shares
Dividend for 2001
Net income for 2002
Capital and reserves
at 1 January
2003
Acquisition of own
shares
Dividend for 2002
Net income for 2003
Capital and reserves
at 31 December
2003

16

16

Share
premium

Share
capital

Legal
reserve

Retained
earnings

Other
reserve

Total

23,070

3,644

-2,130

2,338

12,135

16,956

56,013

0

0

-114

0

0

0

-114

0

0

2,423

0

0

0

2,423

0
0
0

0
0
0

-179
0
0

0
0
0

0
0
0

179
-2,676
21,587

0
-2,676
21,587

23,070

3,644

0

2,338

12,135

36,046

77,233

0
0
0

0
0
0

-200
0
0

0
0
0

0
0
0

0
-18,457
23,067

-200
-18,457
23,067

23,070

3,644

-200

2,338

12,135

40,656

81,643
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Cash flow statement
Litas'000

2003

Net result
Adjustments for:
Depreciation and amortisation
Amortisation of grants
Property, plant and equipment sold, written off, etc.
Deferred taxation
Provision for obsolete inventories
Provision and written-off doubtful receivables
Change in vacation reserve and other provisions
Interest expense/income, loss on disposal of investments
Minority interest
Accruals for current taxation

2002

23,067

21,587

12,488
-981
956
17
-157
-49
150
1,268
-173
4,375

10,500
-674
166
400
-38
-53
398
1,152
0
3,967

40,961
-5,265
-11,948
15,066

37,405
-1,076
-4,600
-4,479

Net cash inflow from ordinary activities
Net interest received/paid
Profit tax paid/received

38,814
-1,268
-3,250

27,250
-1,152
-396

Net cash inflow from operating activities

34,296

25,702

Acquisition of property, plant and equipment
Sale and acquisition of investments
Capitalisation of intangible fixed assets
Disposal of property, plant and equipment

-45,991
-2,117
-1,490
3,475

-17,903
200
-1,200
0

Net cash outflow from investing activities

-46,123

-18,903

Shareholders:
Acquisition of treasury shares
Proceeds from sales of own shares
Dividend paid
Proceeds/payments of long-term borrowings
Proceeds/payments of short-term borrowings

-200
0
-18,457
36,037
103

-114
1,199
-2,676
0
-5,126

17,483

-6,717

Net cash inflow/outflow from operating activities,
investing activities and financing
Cash and cash equivalents at 1 January

5,656
974

82
892

Cash and cash equivalents at 31 December

6,630

974

Net cash inflow from ordinary activities
before any change in working capital
Change in trade and other receivables
Change in inventories
Change in trade creditors and other creditors

Net cash inflow/(outflow) from financing, net
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Notes to the accounts
1

Summary of significant accounting policies and practises
The joint stock company AB Snaig (the Company), which is the parent company, is a
public listed company domiciled in Alytus, Lithuania. The Company's shares were traded on
the Official List of the National Stock Exchange of Lithuania (NSEL).
The consolidated financial statements of the Company for the year ended 31 December 2003
comprise the Company and its subsidiaries (together referred to as the "Group").
On 26 March 2003 the Company acquired 85% ownership in Techprominvest, Russia
(Kaliningrad). The subsidiary's financial statements are consolidated in the annual accounts
of the Company.
On 16 December 2003, the company sold its 100% holding in General Frost (Slovakia).
Financial statements of General Frost are consolidated for the period it belonged to the group
during 2003.
As at 31 December 2003, the company owns 99% of Snaige-Ukraine (Ukraine). The
subsidiary's financial statements are consolidated in the annual accounts of the Company.
The Company is involved in the manufacture of refrigerators and specialised equipment.
The main products are consumer and commercial refrigerators.
Slovakian subsidiary was established primarily for acquisition of the production plant and
equipment of the bankrupted Novy Calex factory. The Company has acquired part of the
machinery from the Slovakian subsidiary General Frost and used it in construction of a
production plant in Kaliningrad (Russia).
Production plant in Kaliningrad should start production of refrigerators and specialised
equipment in 2004.
The Ukrainian subsidiary was established as a market representative.
As at 31 December 2003, the Group employed 1,866 employees.

Statement of compliance
The consolidated financial statements have been prepared in accordance with International
Financial Reporting Standards (IFRS) adopted by the International Accounting Standards
Board (IASB), and interpretations issued by the Standing Interpretations Committee of the
IASB.

Basis of preparation
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Notes to the annual accounts
The consolidated financial statements are presented in Litas, rounded to the nearest
thousand. They are prepared on the historical cost basis.
The accounting policies of the Company as set out below are consistent with those of the
preceding year.

Basis of consolidation
(i) Subsidiaries
Subsidiaries are the enterprises controlled by the Company. Control exists when the
Company has the power, directly or indirectly, to govern the financial and operating policies
of an enterprise so as to obtain benefits from its activities. The financial statements of
subsidiaries are included in the consolidated financial statements from the date that the
control effectively commences until the date that control effectively ceases.

(ii) Transactions eliminated on consolidation
Intra-group balances and transactions, and any unrealised gains arising from intra-group
transactions, are eliminated when preparing the consolidated financial statements.

Effect of hyperinflation
In accordance with IAS 29, the financial statements prepared in hyperinflationary currency
have to be restated using the general price index. Until 1996, the economy of Lithuania has
been subject to hyperinflation because the cumulative inflation in 1994 to 1996 exceeded
100%. Due to lack of the appropriate general price indices, the financial statements were not
restated in the years of the hyperinflation.
From 1996, the economy of Lithuania ceased to be hyperinflationary in terms of IAS 29.
The restatement of the financial statements at the end of the hyperinflationary period and
subsequent use of the carrying amounts as a basis for preparation of financial statements of
subsequent periods was not made by the Company.

1.1

Foreign currency
(i) Foreign currency transactions
Transactions in foreign currencies are translated into Litas at the foreign exchange rate ruling
at the date of the transaction. Monetary assets and liabilities denominated in foreign
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Notes to the annual accounts
currencies at the balance sheet date are translated into Litas at the foreign exchange rate
ruling at that date. Foreign exchange differences arising on translation are recognised in the
income statement. Non-monetary assets and liabilities denominated in foreign currencies
that are stated at fair value are translated to Litas at foreign exchange rates ruling at the dates
the values were determined.

(ii) Financial statements of foreign operations
The Group’s foreign operations in Russia are considered to be an integral part of the
Company’s operations. Accordingly, the non current assets and depreciation are translated
to Litas using the rates that were effective at acquisition of the assets. Share capital and preacquisition reserves are translated to Litas using the rates effective at acquisition of the
interest in subsidiary. Monetary assets and liabilities of foreign operations are translated to
Litas at foreign exchange rates ruling at the balance sheet date. The revenues and expenses
of foreign operations are translated to Litas at rates approximating the foreign exchange rates
ruling at the dates of the transactions. Foreign exchange differences arising on translation
are recognised in the profit and loss account.
The Group’s foreign operations in Slovakia and Ukraine are not considered to be an integral
part of the Company’s operations. Accordingly, the assets and liabilities of foreign
operations are translated to Litas at foreign exchange rates ruling at the balance sheet date.
The revenues and expenses of foreign operations are translated to Litas at rates
approximating the foreign exchange rates ruling at the dates of the transactions. Foreign
exchange differences arising on translation are recognised directly in equity.

1.2

Balance sheet
Property, plant and equipment
Items of property, plant and equipment are stated at purchase price, including indexation in
accordance with resolutions of the Government of Lithuania in 1991, less accumulated
depreciation and impairment losses. The cost of self-constructed assets includes the cost of
materials, direct labour cost and an appropriate proportion of production overheads.
Expenditure incurred to replace a component of an item of property, plant and equipment
that is accounted for separately, including major capital repairs expenditure, is capitalised.
Other subsequent expenditure is capitalised only when it increases the future economic
benefits embodied in the item of property, plant and equipment. All other expenditure is
recognised in the income statement as an expense as incurred.
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Notes to the annual accounts
Depreciation is charged to the income statement on a straight-line basis over the estimated
useful lives of items of property, plant and equipment, and major components that are
accounted for separately. The estimated useful lives are as follows:
1. Buildings and constructions
2. Plant and machinery

15 to 63 years
5 - 10 years

3. Vehicles and other assets

3 - 8 years

Assets with the cost of less than Litas 500 and useful life less than 1 year are expensed in the
year of acquisition.

Intangible fixed assets
Goodwill
Goodwill represents amounts arising on acquisition of subsidiaries as a difference between
the cost of the acquisition and the fair value of the net identifiable assets acquired. Positive
goodwill is stated at cost or deemed cost less accumulated depreciation and impairment
losses (see accounting policy Impairment).
Positive goodwill recognised by the Company refers to the acquisition of a Russian
subsidiary Techprominvest. The goodwill is amortised over 15 years.

Research and development
Expenditure on research activities, undertaken with the prospect of gaining new scientific or
technical knowledge and understanding, is recognised in the income statement as an expense
as incurred.
Expenditure on development activities, including design for the production of new or
substantially improved products and processes, is capitalised if the product or process is
technically and commercially feasible and is expected to deliver future benefits. The
expenditure capitalised includes the cost of materials, direct labour and an appropriate
proportion of overheads. Development costs initially recognized as an expense are not
recognized as an asset in a subsequent period. Capitalised development expenditure is stated
at cost less accumulated amortisation and impairment losses.
Development costs that have been capitalized are amortized from the commencement of the
commercial production of the product to which they relate on the units produced basis over
the period of their expected benefit but not exceeding four years.
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Notes to the annual accounts
Other intangible assets
Other intangible assets (comprising computer software) that are acquired by the Company are
stated at cost less accumulated amortisation. Computer software is amortised using the
straight-line method over a 1 - 3 years period.

Investments
Investments held by the Company are classified as being available-for-sale under noncurrent assets and are stated at fair value, with any resultant gain or loss being recognised in
the income statement.
Available-for-sale investments are recognised/derecognised by the Company on the date it
commits to purchase/sell the investments.

Inventories
Inventories are stated at a lower cost or net realisable value . Cost is determined by the FiFO
method. The cost of finished goods and work in progress comprises raw materials, direct
labor, other direct costs and related production overheads. Net realizable value is the
estimate of the selling price in the ordinary course of business, less the selling expenses.
Provision is made for slow moving or obsolete inventories.

Trade and other receivables
Trade receivables are carried at nominal value less provision for anticipated losses. An
estimate is made for doubtful and hopeless receivables based on the review of all outstanding
amounts at the year end.

Cash and cash equivalents
For the purposes of the cash flow statement, cash and cash equivalents comprise cash
balances and call deposits.

Impairment
The carrying amounts of the Company’s assets, other than inventories and deferred tax
assets, are reviewed at each balance sheet date to determine whether there is any indication
of impairment. If any such indication exists, the asset’s recoverable amount is estimated.
For intangible assets that are not yet available for use, the recoverable amount is estimated at
each balance sheet date. An impairment loss is recognised whenever the carrying amount of
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Notes to the annual accounts
an asset exceeds its recoverable amount. Impairment losses are recognised in the income
statement.

Calculation of recoverable amount
The recoverable amount is the greater of the net selling price and the value in use. In
assessing value in use, the estimated future cash flows are discounted to the present value
using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset.

Repurchase of own shares
When share capital recognised as equity is repurchased, the amount of the consideration
paid, including directly attributable costs, is recognised as a change in equity. Repurchased
shares are classified as own shares and presented as a deduction from the total equity. Any
gain or loss resulting from disposal of own shares is recognised directly in equity.

Dividends
Dividends are recognised as a liability in the period in which they are declared.

Grants
Grants received relating to the acquisition of property, plant and equipment are included in
non-current liabilities as deferred income and are credited to the income statement on a
straight-line basis over the expected lives of the related assets. Grants received as a
compensation of expenses are recognised as income in the same period as the compensated
expenditures.

Provisions
A provision is recognised in the balance sheet when the Group has a legal or constructive
obligation as a result of past event, and it is probable that an outflow of economic benefits
will be required to settle the obligation.
Guarantee of 2 to 5 years is provided for production sold. The provision for guarantee
repairs is made based on the expected cost of repairs and statistical failure rates of
production.
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Notes to the annual accounts
Interest-bearing borrowings
Interest-bearing borrowings are recognised initially at cost, less attributable transaction costs.
Subsequent to initial recognition, interest-bearing borrowings are stated at amortised cost
with any difference between cost and redemption value being recognised in the income
statement over the period of the borrowings on an effective interest basis.

Borrowing costs
Borrowing costs are recognised as an expense in the period in which they are incurred,
except for borrowing costs that are directly attributable to the acquisition, construction or
production of a qualifying asset, which are capitalised as part of the cost of that asset. A
qualifying asset is an asset that necessarily takes a substantial period of time to get ready for
its intended use or sale.
Borrowing costs are capitalised only when it is probable that they will result in future
economic benefits to the enterprise and the costs can be measured reliably. Capitalisation
commences when expenditures for the asset are being incurred, borrowing costs are being
incurred and activities that are necessary to prepare the asset for its intended use or sale are
in progress. Capitalisation ceases when substantially all the activities necessary to acquire
the asset are complete.

1.3

Profit and loss account
Revenue
Revenue from the sale of goods is recognised in the income statement when the significant
risks and rewards of ownership have been transferred to the buyer. Revenue from services
rendered is recognised in the income statement where delivery has been effected by the
balance sheet date. No revenue is recognised if there are significant uncertainties regarding
recovery of the consideration due, associated costs or the possible return of goods.

Production costs
Cost of production comprises direct and indirect costs including depreciation and wages
incurred in order to obtain the turnover for the year.
Costs of imported products include the purchase price, transportation costs and customs cost.

Tax on result for the period
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Income tax on the profit or loss for the year comprises current and deferred tax. Income tax
is recognised in the income statement except to the extent that it relates to items recognised
directly to equity, in which case it is recognised in equity.
Current tax is the expected tax payable on the taxable income for the year, using tax rates
enacted or substantially enacted at the balance sheet date, and any adjustment to tax payable
in respect of previous years.
Deferred tax is provided using the balance sheet liability method, providing for temporary
differences between the carrying amounts of assets and liabilities for financial reporting
purposes and the amounts used for taxation purposes. The amount of deferred tax provided
is based on the expected manner of realisation or settlement of the carrying amount of assets
and liabilities, using tax rates enacted or substantially enacted at the balance sheet date.
A deferred tax asset is recognised only to the extent that it is probable that future taxable
profits will be available against which the asset can be utilised. Deferred tax assets are
reduced to the extent that it is no longer probable that the related tax benefit will be realised.

Segment reporting
A segment is a distinguishable component of the Company that is engaged in either
providing products or services (business segment), or providing products or services within a
particular economic environment (geographical segment), which is subject to risks and
rewards that are different from those of other segments.
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1.4

Cash flow statement
The cash flow statement shows the company's inflows and outflows of cash during the
period as well as the financial position at the end of the year. The cash flow is related to
three major areas: operating activities, investing activities and financing.
The cash flow statement is drawn up in such a manner that net cash inflow/(outflow) from
operating activities is presented indirectly based on operating income and charges in the
profit and loss account.
Cash and cash equivalents include cash at bank and in hand and short-term securities stated
under current assets.
Net cash inflow/(outflow) from operating activities is calculated as the result of ordinary
activities adjusted for non-cash operating items with the addition of an increase in, or
reduction of, the working capital, net interest receivable or payable and extraordinary items
and less corporation tax paid.
Working capital comprises current assets, excluding items included in cash and cash
equivalents and short-term creditors, excluding bank loans, mortgage debt, taxation and
dividends. Therefore, cash at bank and in hand and any securities stated under current assets
are not included.
Net cash outflow/(inflow) from investing activities comprises acquisitions and disposals of
fixed assets.
Additions are stated at cost. Disposals are stated at a sales price less related expenses.
Net cash inflow/(outflow) from financing comprises payments to and from shareholders as
well as receipts from and repayment of mortgage debt and other long-term and short-term
creditors not included under the working capital.
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2

Segment reporting
The Group's only business segment (basis for primary reporting format) is the manufacture
of refrigerators and specialised equipment.
Segment information is presented in respect of the Company's geographical segments
(secondary reporting format).
The Group's sales are performed in the domestic market, Eastern and Western Europe. All
the Group's assets are located in the country, where it is domiciled, and in the countries
where its subsidiaries are domiciled.
Revenues, total assets, liabilities and capital expenditure by geographical segments are as
follows:
Litas'000

Sales
2003

Western
Europe
Russia
Ukraine
Other CIS
countries
Central Europe
Lithuania
Other Baltic
Countries

Capital
expenditure

Total assets

2002

2003

2002

2003

Total liabilities

2002

2003

2002

93,250
9,228
64,873

91,639
4,136
55,589

0
33,645
78

0
0
16

0
29,370
37

0
0
9

0
34,794
44

0
0
14

6,083
53,652
29,799

5,726
47,727
30,072

0
0
151,723

0
3,009
125,976

0
0
16,584

0
2,048
15,846

0
0
69,136

0
2,937
48,817

12,532

12,428

0

0

0

0

0

0

269,417

247,317

185,446

129,001

45,991

17,903

103,974

51,768
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Results for 2003 by geographical segment can be specified as follows:

LTL'000

Western
Europe

Russia

Ukraine

Other
CIS

Central
Europe

Lithuania

Other
Baltic
countries

Revenue

93,250

9,228

64,872

6,084

53,652

29,799

12,532

269,417

Segment result

14,921

-1,112

14,109

1,060

10,659

7,831

2,446

49,914

Unallocated
expenses

-22,006

Profit from
operations
Net financing
costs

27,908
-2,265

Profit before
tax
Income tax
expense

25,643
-2,749

Profit after tax
Minority
interest

22,894
173

Net profit for
the year

3

Total

23,067

Acquisition and disposal of subsidiaries
The acquisitions and disposal had the following effect on the Group's net assets and
liabilities:
2003
Litas'000

Acquisition

2002

Disposal

Acquisition

Net identifiable assets and liabilities
Ownership

11
85%

-513
100%

17
100%

Proportion of identifiable net assets
acquired/disposed
Goodwill on acquisition

9
2,799

-513
0

17
0

Consideration paid/ received
Cash acquired / disposed

-2,808
8

691
-373

-672
17

Net cash outflow/ inflow

-2,800

318

-655
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On 26 March 2003 the Company acquired 85% ownership in Techprominvest, Russia
(Kaliningrad).
In 2002, the company acquired 100% interest in General Frost (Slovakia). On 16 December
2003, the company sold its 100% holding in General Frost.

4

5

Distribution expenses
Transportation
Advertising
Commissions
Salaries and social insurance
Guarantee service costs (Germany)
Insurance
Others

Administrative expenses
Salaries and social insurance
Depreciation
Road tax
Utilities and communication expenses
Real estate and land taxes
Charity, Christmas presents, etc.
Insurance
Representation
Others
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2003

2002

Litas '000

Litas '000

4,110
961
805
639
592
438
1,360

3,674
672
849
418
709
313
1,127

8,905

7,762

6,597
1,555
1,339
1,055
438
433
153
105
2,409

5,588
1,577
1,208
922
495
104
99
110
2,529

14,084

12,632
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6

Other operating income
Revenue of auxiliary departments
Sale of non-current assets
Others
Other operating expenses
Expenses of auxiliary departments
Written off assets
Amortisation of goodwill
Medical care
Other expenses
Other operating income and costs, net

7

Financial income, net
Interest expense on bank borrowings
Foreign exchange transaction gain, net of loss
Interest income on bank deposits
Loss on disposal of shares of subsidiary General Frost
(Slovakia)
Others

2003

2002

Litas '000

Litas '000

2,037
752
26

2,336
42
0

2,815

2,378

-1,978
-580
-140
-71
0

-2,191
0
0
-65
-334

-2,769

-2,590

46

-212

-1,132
-976
11

-1,152
278
13

-147
-21

0
250

-2,265

-611

Borrowing costs of tLTL 321, which are directly attributable to the acquisition and
construction of the production plant in Kaliningrad, were capitalised as part of the costs of
the unfinished construction.
8

Profit tax
Current tax
Tax refund for prior periods
Tax correction for prior periods
Change in deferred taxation
Tax for the period
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4,375
-1,643
0
17

3,967
-515
84
400

2,749

3,936
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The reconciliation of the effective tax rate is as follows:
2003
Result before taxes
Change in temporary differences
Total permanent differences
Result on sale of own shares
Profit taxable at a rate of 15%
Profit tax expense

2002

25,643

25,523

-113
3,638
0

-2,668
3,412
179

29,168

26,446

4,375

3,967

The movement on the deferred tax account is as follows:
Litas '000

9

2003

2002

1 January
Change in deferred tax

-260
-17

140
-400

Deferred tax at 31 December

-277

-260

Earnings per share
Basic earnings per share are calculated by dividing the net profit attributable to shareholders
by the weighted average number of ordinary shares in issue during the year. The average
number of ordinary shares reacquired by the Company is excluded from shares outstanding
during the year.
2003
Net profit for the year
Weighted average number of shares in issue (thousand)
Basic earnings per share

2002

23,067
1,538

21,587
1,530

15.00

14.11

The Company has no dilutive potential shares or convertibles. The diluted earnings per
share are the same as basic earnings per share.
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Property, plant and equipment
Litas'000

Buildings

Machinery
and
equipment

Vehicles
and other
assets

Construction in
progress

Total

Cost at 1 January
Additions
Capitalised repairs
Disposals
Write-off
Reclassifications

10,174
4,799
0
-4
-15
4

73,175
16,896
439
-775
-901
-504

14,011
2,025
0
-399
-1,288
500

3,238
21,832
0
-2,042
0
0

100,598
45,552
439
-3,220
-2,204
0

Cost at 31 December

14,958

88,330

14,849

23,028

141,165

Depreciation at 1 January
Depreciation for the year
Disposals
Write-offs
Reclassifications

1,103
156
0
-4
0

29,038
9,486
-138
-347
0

5,529
1,742
-359
-151
0

0
0
0
0
0

35,670
11,384
-497
-502
0

Depreciation at 31
December

1,255

38,039

6,761

0

46,055

13,703

50,291

8,088

23,028

95,110

9,071

44,137

8,482

3,238

64,928

15 - 63
years

5 - 10
years

3 - 8 years

Net book value at 31
December
Net book value at 1
January
Depreciated over

Construction in progress includes unfinished premises, which will be either used for storage
purposes or will be sold in 2004. No commitments for sale have been made yet by the
Company.
Non-current assets with a booked value of 1,209 tLitas (2002:1,354 tLitas) are rented under
operational lease contracts to third parties.
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Depreciation has been allocated as follows:
2003
Production and production development costs
Distribution, administrative and other costs
Total

2002

Litas'000
10,298
1,086

Litas'000
8,945
457

11,384

9,402

Security
At 31 December 2003, property, plant and equipment with a carrying amount of 45,518
tLitas (2002: 25,867 tLitas) are pledged to secure bank loans (refer to Note 19).

Supplementary information of capacity of production and non-production
buildings
As it is mentioned in Note 1 under Significant Accounting Policies, the non-current assets of
the Company were not subject to restatement due to hyperinflation in the periods until 1996
resulting in the value of the buildings materially lower compared to their present value.
Below the supplementary information for the Company's premises acquired before 1996 is
provided:

Type of buildings

Area, m2

Book value,
31/12/03,
tLitas

Production buildings
Non-production and administrative buildings
Other buildings

54,868
26,884
15,403

10,418
403
251

Total

97,155

11,072
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Intangible fixed assets
Development costs

Goodwill

Software,
etc.

Total

Cost at 1 January
Additions during the period
Written off

0
2,799
0

3,040
1,136
0

1,242
354
-6

4,282
4,289
-6

Cost at 31 December

2,799

4,176

1,590

8,565

Amortisation at 1 January
Amortisation for the period
Depreciation of written-off assets

0
140
0

1,293
815
0

943
149
0

2,236
1,104
0

Amortisation at 31 December

140

2,108

1,092

3,340

2,659

2,068

498

5,225

0

1,747

299

2,046

15 years

1-3 years

1-3 years

Net book value at 31 December
Net book value at 1 January
Amortised over

Amortisation is included under operating expenses, except for amortisation of goodwill that
is included in other operating expenses.
12

Deferred tax

2003
Temporary
difference

2002

Deferred
tax (15%)

Temporary
difference

Deferred
tax (15%)

Vacation reserve
Issuance expenses
Guarantee provision
Capitalised repair expenditure
Capitalised development costs

143
81
865
-1,548
-1,388

21
12
130
-232
-208

0
162
329
-1,262
-963

0
24
49
-189
-144

Net book value at 31 December

-1,847

-277

-1,734

-260
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2003
13

Inventories
Raw materials
Work in progress
Finished goods
Machinery and equipment to be sold to subsidiary
Techprominvest (Russia)
Others
Net book value at 31 December

2002

Litas'000

Litas'000

20,595
1,022
9,237

17,585
1,110
7,174

7,232
102

0
215

38,188

26,084

Raw materials consist of compressors, components, plastics, wires, metals and other
materials used in the production.
At 31 December 2003, inventories up to the carrying amount of 19,300 tLitas (2002: 10,800
tLitas) are pledged to secure bank loans (refer to Note 19).
14

Other receivables
Receivables from the State
Prepayments and deferred charges
Receivables for own shares sold
Other receivables

7,636
1,904
0
42

2,797
2,322
3,360
186

Net book value at 31 December

9,582

8,665

Receivables for sale of own shares comprise receivables from the related parties for own
shares sold in 2001 and 2002. Refer to Note 24 for details on the related party transactions.
15

Cash and cash equivalents
Cash at bank
Cash in hand

6,636
5

867
7

Cash and cash equivalents at 31 December

6,641

874

At 31 December 2003, cash inflows into the bank accounts up to 10,000 tLitas (2002: 10,000
tLitas) are pledged to secure bank loans (refer to Note 19).
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Capital and reserves

Share capital
The share capital comprises 1,538 thousand ordinary shares with a nominal value of Litas 15
each and the total share capital of 23,070 tLitas.

Reacquired own shares
Acquisition and disposal of the own shares could be specified as follows:
Number of
shares,
thousand

Own shares,
000'Litas

At 1 January
Acquired own shares in the market

0
1

0
200

At 31 December

1

200

Legal reserve
The legal reserve in the amount of 2,338 tLitas is a compulsory reserve under Lithuanian
legislation. Annual contributions of 5% of the retained earnings available for distribution are
required until the legal reserve and the share premium reach 10% of the authorised capital.
The legal reserve can only be used to cover future losses.

Other reserve
The other reserves in the amount of 12,135 tLitas relate to the investment tax relief used by
the Company in 1998 and 1999. When calculating profit tax, the company applied a relief
regarding the net investment into tangible non-current assets. If the reserve is distributed, a
profit tax shall not be paid on the reserve before the distribution, according to the amended
tax legislation.

Proposed dividend
The Company has proposed a dividend of 3,076 tLitas (2 Litas per share in issue) for 2003.
By the time of the issuance of the financial statements, the dividend has not yet been
approved by the shareholders' meeting.
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Guarantee provision
The Company provides a guarantee of 2 to 5 years for the production sold. The provision for
guarantee repairs has been made based on the expected cost of repairs and statistical failure
rates of production.

18

Deferred grants

Deferred
grant

Grants at 1 January
Additions during the period

7,140
2,547

Grants at 31 December

9,687

Amortisation at 1 January
Amortisation for the period

1,078
981

Amortisation at 31 December

2,059

Net book value at 31 December

7,628

Net book value at 1 January

5,415

Deferred grants comprise a grant of the production machinery and improvements of
buildings in connection with the elimination of CFC 11 element from the production of
poliethanic insulation and filling foam as well as a grant for elimination of green house gases
in the manufacturing of domestic refrigerators and freezers. Deferred grants are amortised
over the same period as the granted machinery and improvements and as compensated costs
are incurred. Amortisation of grants is included in production cost against depreciation of
granted machinery and improvements and compensated expenditure.
2003
19

2002

Litas'000

Litas'000

52,140

18,316

52,140

18,316

Current liabilities
Interest bearing loans and borrowings

103

0

Net book value at 31 December

103

0

Interest bearing loans and borrowings
Non-current liabilities
Secured bank loans
Net book value at 31 December
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Terms and repayment schedule
Total

Credit facility of 17,002 tEUR - variable at
EURIBOR + 1.1%
Credit facility of 10,000 tLTL - variable at
VILIBOR + 1.1%
Finance lease of 207 tEUR - variable at
EURLIBOR + 1.4%
Credit facility in USD - fixed at 10%
Total

Up to 1 year

1 - 2 years

41,262

0

2,413

38,849

8,339

0

0

8,339

508
2,134

103
0

107
2,134

298
0

52,243

103

4,654

47,486

2003
20

Other creditors
Salaries and social insurance payable
Vacation reserve
Taxes payable
Other payables and accrued charges
Net book value at 31 December

2002

Litas'000

Litas'000

1,506
606
5,240
369

1,461
991
4,197
854

7,721

7,503

2003
21

Group entities, ownership
Techprominvest (Russia)
General Frost (Slovakia)
Snaige Ukraine (Ukraine)
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0%
100%
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22

Contingencies
At 31 December 2003, property, plant and equipment with a carrying amount of 45,518
tLitas (2002: 25,867 tLitas) are pledged to secure bank loans.
At 31 December 2003, inventories up to the carrying amount of 19,300 tLitas (2002: 10,800
tLitas) are pledged to secure bank loans.
At 31 December 2003, cash inflows into the bank accounts up to 10,000 tLitas (2002: 10,000
tLitas) are pledged to secure bank loans.
At 31 December 2003, all shares of subsidiary Techprominvest (Russia) (85% ownership)
are pledged to secure bank loans. The acquisition cost of the shares amounts to tLTL 2,808.
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2003
23

Staff costs
Production costs
Selling, administrative and other expenses

2002

Litas'000

Litas'000

20,243
7,934

21,016
7,065

28,177

28,081

Staff costs include wages and salaries and emoluments for the management of 3,022 tLitas
(2002: 920 tLitas).
The Company (including its subsidiaries) had 1,866 employees at the end of 2003 (2002:
1,856 employees).
24

Related party transactions
The related party transactions in 2003 were as follows:
A 3,359 tLitas receivable from UAB Snavesta for the shares sold outstanding as at the end of
2002 was settled in 2003.
In January 2004, by a decision of the Board the company issued a loan of 9,000 tLitas to
UAB Snavesta. The repayment of the loan is secured by a restriction of rights of ownership
of 51 thousand ordinary shares of AB Snaig (no disposal, pledge of shares until settlement
of the liability is possible). The maturity of the loan falls on 30 April 2004, the interest rate
is fixed at above the interest rates paid by the company on its borrowings.
In 2003, the company rented premises in the centre of Vilnius for representation purposes
from UAB Hermis Fond Valdymas. The rent fees paid for 2003 amount to 60 tLitas.

25

Foreign currency
As at 31 December 2003, the Company held the following positions in foreign currencies,
translated into tLTL at the exchange rates ruling at the balance sheet date:
LTL'000

Euro

USD

GBP

RUB

UAH

Trade debtors
Prepayments
Other receivables
Cash
Loans taken
Trade and other creditors

27,822
114
0
3,356
-41,261
-17,730

4,986
11
0
52
-2,132
-539

108
0
0
0
0
0

20
76
3,226
1
0
-3,847

13
0
2
10
0
-42

Net position

-27,699

2,378

108

-524

-17
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